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IDBI Trusteeship Services Limited

Status Report — Reliance Home Finance Limited —

NCLT Petitions updates.
Reliance Home Finance Limited (“RHFL”) has issued Secured and Unsecured Non-
Convertible Debentures (“NCDs”) aggregating to Rs.3500 Crores by way of Public Issue on

January 2", 2017. IDBI Trusteeship Services Limited (“ITSL”) is acting as the Debenture
Trustee for above referred NCDs.

1. Status as on 03.01.2020:-

The payment of interest and or redemption of principal was due on 03.01.2020 for ISIN
No. INE217K07AB6, INE217K07AC4, INE217K07AD2, INE217K07AEO,
INE217K07AF7,INE217K07AGS, INE217K08271 and INE217K08289. However, RHFL
committed default in its payment obligations. ITSL has informed the default committed by
RHFL to the Credit Rating Agencies and have hosted the press release on ITSL website
(www.idbitrustee.com).

2. Status as on 04.01.2020:-
ITSL has issued Default Notices to the RHFL.

3. Status as on 09.01.2020:-

Pursuant to the default in payment of interest and redemption of principal due on
03.01.2020 committed by the RHFL, we have filed Two Company Petitions bearing no.
138 of 2020 and 139 of 2020 (“Petitions”) for Rs. 3500 Crores Public Issues (Secured and
Unsecured) of RHFL, before Hon’ble National Company Law Tribunal (NCLT), Mumbai
under Section 71(10) of the Companies Act, 2013 on 09.01.2020.

4. Status as on 15.01.2020:-

The Petitions were listed on 15.01.2020 before Hon’ble NCLT. The outcome of the hearing
held on 15.01.2020 is as follows:-

“The Company Petition No. 138 of 2020 a/w Miscellaneous Application No. 114 0of 2020 (/DBI
Trusteeship Services Ltd. v. Reliance Home Finance Limited) and Company Petition No. 139
of 2020 a/w Miscellaneous Application No. 115 of 2020 (IDBI Trusteeship Services Ltd. v.
Reliance Home Finance & Anr.) were listed today, 15 January 2020 before NCLT Court — I at
serial nos. 17 and 18, respectively. The Senior Counsel appeared on behalf of ITSL and the
Senior Advocate appeared on behalf of RHFL and a Counsel appeared on behalf of Reliance
Capital Limited (“RCL”).

Regd. Office : Asian Building, Ground Floor, 17, R. Kamani Marg, Ballard Estate, Mumbai - 400 001.
Tel. : 022-4080 7000 Fax : 022-6631 1776 / 4080 7080 Email : itsl@idbitrustee.com response@idbitrustee.com
Website : www.idbitrustee.com



IDBI Trusteeship Services Ltd
CIN : U65991MH2001GOI131154 @ IDBI trustee
The Senior Counsel appearing on behalf of ITSL apprised the court of the facts and submitted
as follows:

1) The present petitions have been filed by ITSL, for secured and unsecured debentures, in
their capacity as a debenture trustee under Section 71(10) of Companies Act, 2013 for
redemption of debentures due to various debenture holders;

2) On the date of redemption of debentures, i.e. 3 January 2020, RHFL failed to make payment
of principal amount and interest due to the debenture holders;

3) ITSL represents various public including individual debenture holders who have subscribed
to the debentures of RHFL;

4) As part of the secured debentures, there is a first ranking pari passu charge available on
various trust properties;

5) RHFL failed to make payments of annual interest due to various debenture holders,
therefore the entire amount including principal and interest become payable to the
debenture holders;

6) RHFL has admittedly been making prejudicial payment of interests to banks, as directed
by the lead bank to the inter-creditor agreement;

7) The inter-creditor agreement does not bind the debenture holders since the requisite consent
to accede to the inter-creditor agreement has not been provided by ITSL;

8) Given the compelling facts and circumstances, the court should pass the order of making
the entire payment of principal as well as interest; and

9) During such time that the final order is passed, Senior Counsel of ITSL requested the court
to pass interim orders of injunction and disclosures.

After hearing the Senior Counsel of ITSL, the court observed that under Section 71(10), the
court has to merely see the default and pass an order of payment. The court thereafter, sought
response from the Respondents (RHFL) who sought court’s permission to file replies to the
petitions and applications. Senior Counsel of RHFL, in brief, submitted the following:

1) Orders have been passed by the Delhi High Court, Bombay High Court and Debt Recovery
Tribunal restraining the Respondents from making payments to third parties;

2) Certain debenture holders of RHFL have acceded to the inter-creditor agreement;

3) The meeting conducted on 14 January 2020 has been adjourned to 31 January 2020;

4) RHFL is in the process of restructuring its debt and forbearance from the debenture holders,
ITSL and the court is required to allow RHFL to restructure its debt;

5) RHFL has not paid any amounts to lenders in the past two months;

6) RHFL does not have the requisite the amounts to make payments to its debenture holders,
therefore a resolution plan will be beneficial to all lenders and creditors including debenture
holders; and

7) Time period of two weeks be granted to file their affidavits-in-reply.

The court observed that the arguments advanced on behalf of the Respondents are persuasive
but not at all compelling. While the court agreed with the submissions made by Senior Counsel
of ITSL, it decided to simplicitor adjourn the matter to 29 January 2020 while granting time to
the Respondents to file the replies. The court observed that since it is now seized of the matter,
it will pass appropriate orders, as and when required.

The matters will now be listed on 29 January 2020”.
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5. Status as on 29.01.2020:-

The Petitions were listed on 29.01.2020 before Hon’ble NCLT. The outcome of the hearing
held on 15.01.2020 is as follows:-

“The Company Petition No. 138 of 2020 a/w Miscellaneous Application No. 114 of 2020 (IDBI
Trusteeship Services Ltd. v. Reliance Home Finance Limited) and Company Petition No. 139 of
2020 a/w Miscellaneous Application No. 115 of 2020 (IDBI Trusteeship Services Ltd. v. Reliance
Home Finance & Anr.) were listed today, 29 January 2020 before NCLT Court — I at serial nos.
102 and 103, respectively. Senior Counsel appeared on behalf of IDBI Trusteeship Services
Limited (“ITSL”) and Senior Advocate appeared on behalf of Reliance Home Finance Limited
(“RHF”) and Reliance Capital Limited (“RCL”) (“Respondents”).

Senior Advocate appearing on behalf of the Respondents submitted that replies on behalf of
Respondents to the Company Petitions a/w the Miscellaneous Applications will be filed during the
course of the day, today.

Senior Counsel appearing on behalf of ITSL submitted as follows:

1) That the present dispute concerns an admitted default on part of RHFL;

2) That ITSL represents approx. 20,000 debenture holders holding NCDs aggregating to INR
3500 crores plus interest;

3) That the Hon’ble Tribunal direct RHFL to service its interest obligations towards all NCD
holders; and

4) That the Company Petitions a/w Miscellaneous Applications be heard and disposed of at the
next date of hearing.

After hearing the parties, the Hon’ble Tribunal adjourned the matter to 19 February 2020.

The matters will now be listed on 19 February 2020”.

6. Status as on 19.02.2020:-

The Petitions were listed on 19.02.2020 before Hon’ble NCLT. The outcome of the hearing
held on 19.02.2020 is as follows:-

“Counsel of ITSL informed the court that the captioned matters were filed under Section
71(10) of the Companies Act, 2013 and IDBI being a debenture trustee represents
approximately 20,000 debenture holders claiming a sum of INR 3,500 Crores from RHFL.
He informed the court that despite the earlier orders stating that the matter will be listed
high on board, the same has been listed at the end. He informed the court that the matters
are unlikely to reach today and bearing in mind the urgency in the matter, he submitted that
the court assign a new date hearing in the matter. Upon inquiry, Counsel of ITSL
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also informed the court that the Miscellaneous Applications have been filed by ITSL
seeking interim reliefs.

After hearing the parties, the court was pleased to adjourn the matter and the same is
scheduled to be listed on 12 March 2020 first on board.

The matter will now be listed on 12 March 2020 first on board”.

Further, Debenture holders are advised to visit our website https://idbitrustee.com/side-
navigation/media/rhfl-status-report-on-nclt-petition/ for future updates in the matter.

7. Status as on 12.03.2020:-
The Petitions were listed on 12.03.2020 before Hon’ble NCLT. The outcome of the hearing
held on 12.03.2020 is as follows:-

Counsel appeared on behalf of the ITSL and Senior Counsel appeared on behalf of Reliance
Home Finance Limited (“Respondent No. 1”) and another Advocate appeared on behalf
of Reliance Capital Limited (“Respondent No. 2”).

When the matter was taken up, as the regular bench was not sitting and the matter was listed
before an alternate bench, the court was not inclined to hear the matter and adjourn the
same. However, Counsel of ITSL informed the court that there is urgency in the matter and
made the following submissions:

1) The petitions have been filed under Section 71(10) of the Companies Act, 2013 on behalf
of IDBI Trusteeship in its capacity as a debenture trustee representing approximately
20,000 debenture holders against Respondent No. 1 for redemption of debentures
aggregating to INR 3,500 crores;

2) The present proceedings are summary in nature and under the provisions of Companies
Act, 2013 and NCLT Rules, the NCLT is bound to pass appropriate orders within sixty
days, which time has lapsed as of today.

3) Respondent No. 1 vide its letter dated 18 February 2020 has admitted its liability to pay an
amount aggregating to INR 490 crores to individual debenture holders;

4) Respondent No. 1 vide its press release dated 10 March 2020 has admitted that it has liquid
cash in hand amounting to INR 700 crores;

5) Given that Respondent No. 1 is willing to make payment of INR 490 crores to the debenture
holders and has cash in hand of INR 700 crores, it is just that the NCLT at least direct the
Respondent No. 1 to deposit the said amount with the NCLT;

6) The injunction granted by the Delhi High Court against Respondents do not assist
Respondent No. 1 in so far as injunction is a right in personam. In view thereof, the NCLT
pass similar orders of injunction as against the Respondents; and

7) The petitions be heard finally heard and disposed of by the NCLT.
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Senior Counsel appearing on behalf of the Respondents submitted as follows:

1) The injunction granted by the Delhi High Court sufficiently protects the Applicant in the
present proceedings;

2) In the event the order granted by the Delhi High Court is vacated, Respondent No. 1 shall
give adequate notification to Applicant;

3) Various lenders and debenture holders have acceded to the inter-creditor agreement;

4) The Applicant represents only two of the ten debenture trust deeds entered into by
Respondent No. 1;

5) The lenders and debenture holders who have acceded to the have an exposure of about INR
6760 crores and have restrained Respondent No. 1 from making further payments;

6) The amount payable to individual debenture holders is only INR 92 crores;

7) The petitions have been preferred pursuant to the accelerated amount flowing from the
debenture trust deed;

8) Any order of injunction passed by the NCLT shall result into multiplicity of injunctions
against the Respondents across forums in the country; and

9) Replies to the main petitions will be filed before the next date of hearing.

Counsel of ITSL thereafter made the following submissions:

1) The Respondents are seeking to mislead the NCLT by stating that the amount payable to
individual debenture holders is only INR 92 crores, whereas by letter dated 18 February
2020 addressed to the Applicant, Respondent No. 1 admitted payment of INR 490 crores
to individual debenture holders;

2) The petitions have been filed pursuant to Section 71(10) of the Companies Act, 2013 which
clearly states that in the event of any default in payment of interest, the principal amount
and all interests become due and payable forthwith; and

3) The NCLT should provide interim protection of injunction and/ or deposits of amount with
the NCLT until the matters are finally heard and disposed of.

After hearing the parties, the NCLT recorded Respondents’ statement that adequate notice
shall be given to the Applicant in the event the order of injunction passed by the Hon’ble
Delhi High Court is vacated and directed the Respondents to complete the pleadings before
the next date of hearing when the matter will be heard finally. Accordingly, the court
adjourned the matter to 30 March 2020 and directed that the matter be taken up high on
board.

The matter will now be listed on 30 March 2020.

Further, Debenture holders are advised to visit our website https://idbitrustee.com/side-
navigation/media/rhfl-status-report-on-nclt-petition/ for future updates in the matter.
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8. Status as on 30.03.2020:-

The Company Petitions filed under Section 71(10) of the Companies Act, 2013 and the
Miscellaneous Applications filed thereunder were scheduled to be listed before the NCLT.
However, in view of Notice dated 30 March 2020 issued by the NCLT (due to COVID 19)
, all matters scheduled to be listed from 23 March 2020 to 14 April 2020 shall be suitably
listed from 15 April 2020 onwards. Accordingly, we will keep you posted on further listing
and developments.

It is to be informed that as on 19.08.2020, we are vet to receive the next date of the
hearing from NCLT. We will keep vou posted on further developments once we
receive the next date of hearing from NCLT, Mumbai.

9. Status as on 03.12.2020:-

The Company Petitions filed under Section 71(10) of the Companies Act, 2013 (“Company
Petitions”) and the Miscellaneous Applications were listed on urgent basis on 03.12.2020
before Hon’ble NCLT. The outcome of the hearing held on 03.12.2020 is as follows:-

Upon the matter being called out, Counsel appearing on behalf of Reliance Capital Limited
(“RCL”) submitted that since the matters were listed on board without any prior intimation, the
Hon’ble Tribunal adjourn the matters to the following week. The Hon’ble Tribunal enquired
whether the Company Petitions were connected, to which Senior Counsel, appearing on behalf
of IDBI Trusteeship answered in affirmative and submitted as follows:

a) The Company Petitions have been filed under Section 71(10) of the Companies Act,
2013 on behalf of IDBI Trusteeship Services Limited (“Applicant”) in its capacity as
a debenture trustee representing approximately 20,000 debenture holders against RHFL
for redemption of debentures aggregating to INR 3,500 crores;

b) Section 71(10), Companies Act, 2013 states that upon failure of the issuer company i.e.
RHFL to make payment of principal amount and interest to the its debenture holders,
the debenture holders/ debenture trustee have the right to approach this Hon’ble
Tribunal and seek redemption of the principal amount and interest from the issuer
company, payable forthwith;

c¢) The Hon’ble NCLAT in its order dated 9 November 2020 has clearly laid down the law
pertaining to Section 71(10), Companies Act, 2013;

d) During the pandemic, the Applicant has received several emails from its debenture
holders who are facing financial difficulties and have requested for payment of monies
due and payable by RHFL;
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e) The present proceedings are summary in nature and under the provisions of Companies
Act, 2013 and National Company Law Tribunal Rules 2016, the Hon’ble NCLT is
bound to pass appropriate orders within sixty days, which time has lapsed as of today;

f) RCL through its debenture trustee is seeking to sell its assets upon which the Applicant
has pari passu charge, to prospective buyers which is gravely prejudicing the Applicant
as well as the debenture holders;

g) At this stage, it is imperative that the Respondents file their replies to the Company
Petitions and the Company Petitions be listed for final hearing especially since the debt
has been admitted by RHFL.

The Hon’ble Tribunal enquired about the reliefs sought by the Applicant in its Miscellaneous
Applications, to which Senior Counsel of IDBI Trusteeship submitted that the Miscellaneous
Applications were filed seeking interlocutory orders to restrain the Respondents from selling/
transferring/ alienating their properties. He further submitted that on 12 March 2020, the
Respondents had undertaken to give a notice to the Applicant in the event the order of
injunction passed by the Delhi High Court is vacated. Counsel of RCL, at which time submitted
that the Applicant is already protected by the orders passed by the Delhi High Court, Bombay
High Court and DRT, Mumbai.

The Hon’ble Tribunal suggested that given the factual circumstances and adequate protection
provided to the Applicant through the orders of Delhi High Court, Bombay High Court and
DRT, Mumbai, the Miscellaneous Applications should be disposed of and the Company
Petitions be listed for ‘“‘final hearing”. The Hon’ble Tribunal further stated that the law under
Section 71(10), Companies Act, 2013 is a straight-forward law and that it shall accordingly
pass appropriate orders in the Company Petitions itself.

At which time, Senior Counsel of IDBI Trusteeship submitted that by this Hon’ble Tribunal’s
order dated 12 March 2020, it was directed that the matter be listed ‘first on board” and
therefore, the Hon’ble Tribunal list the Company Petitions for final hearing ‘first on board”.
He further submitted that the Miscellaneous Applications be disposed of in terms of this
Hon’ble Tribunal’s order dated 12 March 2020 vide which the Respondents were directed to
give notice to the Applicant if the orders passed by the Delhi High Court, Bombay High Court
and DRT, Mumbeai are vacated. Counsel appearing on behalf of RHFL submitted that RHFL
shall inform the Applicant if the injunction operating against the Respondents is vacated.

Senior Counsel of IDBI Trusteeship submitted that in the event any sale of the assets of the
Respondents is undertaken with their consent, the present proceedings before this Hon’ble
Tribunal should be disclosed to all such prospective buyers especially since the Applicant has
a first ranking pari passu charge on the assets of the Respondents. Counsel of RCL stated that
all disclosures in respect of the present proceedings have been made in the Expression of
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Interests. At which time, Senior Counsel of IDBI Trusteeship submitted that the Respondents’
statement should be recorded by this Hon’ble Tribunal in its order.

Upon hearing the parties, the Hon’ble Tribunal disposed of the Miscellaneous Applications
in terms of the order dated 12 March 2020. The Hon’ble Tribunal recorded the submissions
of the Respondents’ Advocates that they shall comply with the order dated 12 March 2020 and
that the Respondents have disclosed the pendency of the present Company Petitions and the
Applicant’s security interest on the assets of the Respondents to the prospective purchasers and
shall make such necessary disclosures to all the prospective purchasers. The Hon’ble Tribunal
then directed that the Company Petitions be listed on 7 January 2021 for “final hearing”,
“top on board”.

10.Status as on 07.01.2021:-

The Company Petitions filed under Section 71(10) of the Companies Act, 2013
(“Company Petitions”) and the Miscellaneous Applications were listed on 07.01.2021
before Hon’ble NCLT. The outcome of the hearing held on 07.01.2021 is as follows:-

Upon the matter being called out, the Hon’ble Tribunal enquired about the facts of the
Company Petitions. To which, Senior Counsel appeared on behalf of IDBI Trustee submitted
that the Company Petitions have been filed under Section 71(10) of Companies Act, 2013 for
redemption of debentures and pertain to secured debentures and unsecured debentures,
respectively. He further submitted that the debt has been admitted by RHFL and dues are
payable to the debenture holders.

The advocate appearing on behalf of RCL submitted that on 5 December 2020, Counsel of
Respondent had mentioned the matter seeking for a short adjournment due to personal
reasons, and at which time this Hon’ble Tribunal had directed Counsel of Respondent to make
such request for adjournment on the next date of hearing i.e. 7 January 2021. She further
submitted that since Counsel of Respondent is unavailable for the scheduled hearing today
due to personal reasons, the Company Petitions be adjourned to 11 January 2021. Senior
Counsel appeared on behalf of IDBI Trustee, conceded to the request for adjournment and
submitted that the Company Petitions be placed for “final hearing” on 11 January 2021.

Upon hearing the parties, the Hon’ble Tribunal allowed the request for adjournment as sought
by the advocate of Respondents and directed that the Company Petitions be placed for “final
hearing” on 11 January 2021.

Regd. Office : Asian Building, Ground Floor, 17, R. Kamani Marg, Ballard Estate, Mumbai - 400 001.
Tel. : 022-4080 7000 Fax : 022-6631 1776 / 4080 7080 Email : itsl@idbitrustee.com response@idbitrustee.com
Website : www.idbitrustee.com



IDBI Trusteeship Services Ltd
CIN : U65991MH2001GO1131154 @ IDBI trustee

11.Status as on 11.01.2021:-

The Company Petitions filed under Section 71(10) of the Companies Act, 2013
(“Company Petitions”) and the Miscellaneous Applications were listed on 11.01.2021
before Hon’ble NCLT. The outcome of the hearing held on 11.01.2021 is as follows:-

Senior Counsel, appearing on behalf of IDBI Trustee / ITSL apprised the court of the facts and
submitted as follows:

1) The present Company Petitions have been filed by ITSL, for secured and unsecured
debentures, in its capacity as a debenture trustee under Section 71(10) of Companies Act,
2013 for redemption of debentures due and payable to over 20,000 debenture holders.

2) The Company Petitions have been preferred under Section 71(10), Companies Act, 2013
which provides that where the issuer company fails to redeem the debentures on the date
of their maturity or fails to pay interest on the debentures when it is due, the NCLT may,
on the application of the debenture trustee and, after hearing the parties concerned, direct,
by order, the company to redeem the debentures forthwith on payment of principal and
interest due thereon.

3) On 10 January 2016, ITSL provided its consent to RHFL to act as the debenture trustee to
its prospective issue of non-convertible debentures (“NCDs”) amounting to INR 3500
crores.

4) On 15 December 2016, RHFL filed its shelf prospectus with the Securities and Exchange
Board of India (“SEBI”), Bombay Stock Exchange (“BSE”), National Stock Exchange
(“NSE”) and the Registrar of Companies for issue of NCDs amounting to INR 3500 crores.

5) ITSL, RHFL and RCL executed a debenture trust deed (“DTD”) setting out the terms and
conditions of the issue of the NCDs aggregating to INR 2618,27,41,000/-, on 2 January
2017. Consequently, on 3 January 2017, the NCDs were issued to debenture holders
carrying an annual coupon interest rate and payable on 3 January 2020, 3 January 2022, 3
January 2027, respectively.

6) Between April 2019 to September 2019, the credit rating of RHFL downgraded from AA+
to D.

7) On 19 September 2019, RHFL in its letter addressed to NSE and BSE asserted that RHFL
has been directed by inter-creditor agreement (“ICA”) lenders to service only the interest
obligation across all lenders and that debt servicing towards principal repayment
irrespective of type of facility is to be made on parity. It is imperative to note that RHFL
was making prejudicial and preferential payments to its lenders over the NCD holders.

8) The ICA has absolutely no bearing upon ITSL/ debenture holders as (a) the RBI Circular
dated 7 June 2019 is not applicable to NCD holders; (b) the NCD holders are governed
only by provisions of the DTD and (c) the lenders to the ICA have no authority to supersede
the contractual obligations of RHFL towards the NCD holders/ ITSL.

9) On 14 November 2019, the Secured NCD holders passed a resolution with 78% majority
authorising ITSL to do all such acts to protect the interests of the NCD holders.

10) On 19 November 2019, ITSL issued a letter to RHFL setting out various events of defaults
under clauses 7.3 (f), (h) and (1) of the DTD and declared an event of default under clause
7.1 of the DTD. ITSL further called upon RHFL to make payment of the principal amount
and all interests payable in respect of Secured NCDs aggregating to INR 2822,12,18,791/-
to the debenture holders within a period of seven days from the date of such letter along
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with further interest. However, RHFL did not respond. A similar notice was issued on
behalf of Unsecured NCD holders on 17 December 2019.

11) The principal payment and interest became due and payable in respect of NCD Series 1A
and NCD Series 1B, and the annual interest became payable in respect of NCD Series 2A,
NCD Series 2B, NCD Series 3A, NCD Series 3B, NCD Series 4A and NCD Series 4B on
3 January 2020.

12) RHFL in its letter addressed to BSE and NSE informed that upon instructions from the
lead bank to the ICA, the amounts due and payable by RHFL on 3 January 2020 in respect
of Secured and Unsecured NCDs, are delayed.

13) ITSL vide notices dated 4 January 2020 called upon RHFL and RCL to forthwith jointly
and severally make payment of the principal amount, interests and all other monies to
debenture holders in respect of Secured and Unsecured NCDs along with further interest at
the rate of 2% per annum over and above the respective coupon rates of Secured and
Unsecured NCDs till date of payment and/ or realization.

14) Upon non-payment, ITSL preferred the Company Petitions seeking redemption of
debentures issued to NCD holders.

15) The National Company Law Appellate Tribunal (“NCLAT”) in its judgement of Akhil
Kothakota v. Tierra Farm Assets unambiguously laid down the law in respect of Section
71(10) of the Companies Act, 2013. The NCLAT held that the NCLT is under an obligation
to direct the issuer company to make payment if the Petitioner has made out such case for
repayment.

16) The facts in the Company Petitions are identical barring the separate debenture trust deeds,
charge of ITSL and claim amounts.

17) Section 71(10) of the Companies Act, 2013 confers upon ITSL a purely legal right to
approach this NCLT and seek directions and order for repayment to the NCD holders by
the issuer company i.e. RHFL.

18) Until date, despite directions from the NCLT, no replies to the Company Petitions have
been filed.

Counsel appearing on behalf of RHFL submitted as follows:

1) RHFL is not seeking to take an adversarial approach.

2) The fact remains that RHFL has not made payment of interests and principal amount to its
NCD holders and nothing changes.

3) Given the current financial condition of RHFL, it is to be ascertained whether the NCLT
can pass orders under Section 71(10), Companies Act, 2013.

4) Various banks and NCD holders represented by ITSL have acceded to the ICA. For reasons
best known to ITSL, the NCD holders to the present Company Petitions have not sought to
accede to the ICA and have preferred the present Company Petitions.

5) Pursuant to the RBI Circular dated 7 June 2019, the ICA lenders have invited potential bids
from buyers to take over the business and assets of RHFL.

6) The lenders expect that a resolution plan for RHFL will be executed in the next two months.
Such resolution plan will operate only with the consent of all creditors including the
debenture holders.

7) Any such resolution plan as executed will take into consideration the amounts due and
payable to the NCD holders.

8) Time and again, Bank of Baroda has requested the NCD holders and ITSL to accede to the
ICA and several assurances have been provided to ITSL in so far as that no resolution plan
shall be passed without the consent of the NCD holders.
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9) If in such event the NCLT passes an order directing payment by RHFL, the resolution
process will be severely impacted and shall result into multiplicity of processes.

10) Under the resolution plan, all such payments will be made on a pro rata basis to all creditors
of RHFL.

11) In view of the above, it is suggested that the NCLT not dispose of the Company Petitions
today and place the matters on board on a date two months from today to assess the situation
of RHFL and accordingly pass appropriate orders.

12) While placing reliance on the decision of the NCLAT in Akhil Kothakota v. Tierra Fam
Assets, the NCLT in its wide ambit of powers is entitled to pass reliefs directing parties to
arrive at a settlement/ conclusion of a resolution plan.

13) If the NCLT passes an order of such nature, all creditors of RHFL will be benefitted.

14) Even if the NCLT passes an order directing payment/ redemption of debentures by RHFL,
the process of execution will be cumbersome.

15) Under Section 71(10), Companies Act, 2013 the term used is “may” and therefore it is not
incumbent upon the NCLT to pass orders directing payment/ redemption of debentures.

The NCLT enquired whether an order of declaration or a decree of payment by RHFL is
required to be passed under Section 71(10), Companies Act, 2013. To which, Senior Counsel
of ITSL responded that Section 71(10), Companies Act, 2013 is amply clear as it requires that
a decree to be passed directing repayment of amounts due to the NCD holders.

Senior Counsel of ITSL, in his rejoinder submitted as follows:

1) The reliance on the decision of NCLAT is misplaced since at paragraph 13 of the judgment,
it is stipulated that the NCLT is not empowered to traverse beyond its powers of directing
the issuer company to redeem the debentures and repay the principal amount and interest
to the NCD holders.

2) The scheme of Section 71(10), Companies Act, 2013 is very narrow and straightforward.
RHFL has admittedly defaulted on its payment of principal amount and interest payable to
all NCD holders and in view thereof, the NCLT ought to pass orders directing RHFL to
redeem the debentures.

3) The process of execution is on a separate footing as that of a decree for repayment under
Section 71(10), Companies Act, 2013.

4) The NCLT is not prevented from passing orders of payment by RHFL on the ground that
the process of execution shall be difficult/ cumbersome.

Counsel of RHFL, in his sur-rejoinder submitted that as instructed by clients, the bids from
prospective buyers of business and assets of RHFL shall close by 15 January 2021 and in view
thereof, no orders directing redemption of payment should be passed by the NCLT.

Upon hearing the parties at length, the Hon’ble NCLT reserved the captioned Company
Petitions for “Orders”.

Further, Debenture holders are advised to visit our website
https://idbitrustee.com/media/rhfl-status-report-on-nclt-petition/ for future updates in the
matter.
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